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CONFIDENTIAL BONN 03545 

BRUSSELS FOR FAA 

E.O. 11652: GDS 

TAGS: EAIR, PGOV, WB, FR, GW, UK 

SUBJECT: CIV AIR: AIR ALSACE FARES ON BERLIN-SAARBRUECKEN 
ROUTE 

REF: A. BONN 461. B. BONN 584 

1 . AIR ALSACE, WHICH HAS RECEIVED ALLIED CIVIL AIR 
ATTACHE (CAA) APPROVAL IN PRINCIPLE TO OPERATE SCHEDULED 
SERVICES BETWEEN BERLIN AND SAARBRUECKEN, HAS FILED A 
FARE WITH THE CAA'S THAT IS 12 PERCENT HIGHER ON A 
DISTANCE BASIS THAN HIGHEST OF OTHER INNER GERMAN 
SERVICE (IGS) FARES. FIRM'S COMMERCIAL DIRECTOR 

ROBERT PAUGET APPEARED BEFORE CAA'S FEBRUARY 22 TO 
JUSTIFY THE FARE REQUEST. 

2. ACCORDING TO PAUGET, HIS AIRLINE WAS APPROACHED 
BY THE SAARLAND GOVERNMENT AS TO ITS WILLINGNESS TO 
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OPERATE THE SERVICE. AFTER STUDY AND EXTENDED NEGOTIA- 
TIONS AMONG THE AIRLINE. THE LAND GOVERNMENT AND VFW- 
FOKKER, THE PRODUCER OF THE VFW FOKKER WHICH AIR ALSACE 
HAS LEASED TO USE ON THE SERVICE, AIR ALSACE AGREED TO 
UNDERTAKE THE SERVICE PROVIDING THAT THE SAARLAND 
GOVERNMENT PROVIDE A SUBSIDY OF DM 500,000 PER YEAR 
FOR FIVE YEARS AND THAT THE FARE BE NO LOWER THAN THAT 
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SPECIFIED IN THE AIRLINE'S FILING. BOTH THE SAARLAND 
OFFICIALS AND AIR ALSACE ALSO HAVE HAD DISCUSSIONS 
WITH THE FEDERAL MINISTRY OF TRANSPORT (FMT). 

3. WITH THE FARE REQUESTED, AIR ALSACE ESTIMATES THAT 
IT NEEDS A LOAD FACTOR OF 72 PERCENT (33.5 PASSENGERS) 

TO BREAK EVEN. THIS IS BECAUSE THE VFW 614 IS A NEW, 
EXPENSIVE AIRCRAFT AND BECAUSE UTILIZATION OF THE 
AIRCRAFT IS EXPECTED TO BE VERY LOW, POSSIBLY LESS THAN 
1400 HOURS PER YEAR. PAUGET SAID THAT THE HIGH COST, 

LOW CAPACITY AND SHORT RANGE OF THE AIRCRAFT MAKES IT 
UNATTRACTIVE TO CHARTERERS. ADDITIONAL SCHEDULED 
ROUTES ARE BEING SOUGHT, BUT PAUGET WAS NOT OPTIMISTIC 
ABOUT THESE. PAUGET CLAIMED THAT THE SAARLAND AUTHORI- 
TIES HAD INSISTED ON A HIGH CLASS SERVICE, I.E. WITH A 

JET, AND PAUGET ARGUED THAT THE SUPERIOR SERVICE THE 
VFW WOULD OFFER IN COMPARISON TO A TURBO-PROP JUSTIFIED 
A HIGHER FARE. 

4. AIR ALSACE HAD REQUESTED THAT THE DIRECTOR OF CIVIL 
AVIATION OF THE SAARLAND GOVERNMENT, JUNG, BE PRESENT 
AT THE MEETING. THE CAA’S DECIDED THAT THIS WOULD 

NOT BE APPROPRIATE BUT AGREED TO SEE JUNG SEPARATELY IF 
HE WISHED TO APPEAR. WE EXPECT TO MEET WITH JUNG IN 
THE NEXT WEEK OR SO. 
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